Before the
FEDERAL COMMUNICATIONS COMMISSION
Washington, DC 20554

In the Matter of

Universal Service Contribution WC Docket No. 06-122

Methodology

EMBARQ CORPORATION’S REPLY COMMENTS
Embarg Corporation,” on behalf of its incumbent local, competitive
local, long distance, and wireless operations, filed comments on the above-
captioned matter in response to the REPORT AND ORDER AND NOTICE OF
PROPOSED RULEMAKING (NPRM) released June 27, 2006%. In those comments,
Embarq commended the Commission’s efforts and supported its decision
adopting a higher, interim safe harbor rate for wireless carriers and requiring

VolP providers to contribute to the Universal Service Fund (USF). In addition,

' On May 17, 2006, Sprint Nextel Corporation transferred the Sprint Local
Operating Companies that were Sprint’s incumbent local exchange carrier
operations by means of a stock dividend to shareholders and the creation of a
new holding company, Embarq Corporation. The former Sprint Local
Telephone Operating Companies are now subsidiaries of Embarqg Corporation
and are independent of Sprint Nextel Corporation. Additionally, Embarq
Corporation’s subsidiaries, Embarq Communications, Inc. and Embarq
Communications of Virginia, Inc. provide long distance and wireless services.
Universal Service Contribution Methodology, Federal-State Joint Board on
Universal Service, 1998 Biennial Regulatory Review-Steamlined Contributor
Reporting Requirements Associated with Administration of
Telecommunications Relay Service, North American Numbering Plan, Local
Number Portability, and Universal Service Support Mechanisms,
Telecommunications Services for Individuals with Hearing and Speech
Disabilities, Administration of the North American Numbering Plan and North
American Numbering Plan Cost Recovery Contribution Factor and Fund Size,
Number Resource Optimization, Telephone Number Portability, Truth-in
Billing and Billing Format, IP-Enabled Services, WC Docket No. 06-122, CC
Docket Nos. 96-45, 98-171, 90-571, 92-237, 99-200, 95-116, 98-170, WC Docket
No. 04-36, Report and Order and Notice of Proposed Rulemaking, para. 26 and
52 (rel. June 27, 2006). (Contribution Methodology NPRM).
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Embarq offered specific suggestions for improvements to the interim proposal,
including the imposition of a mechanism that adjusts the wireless safe harbor
more frequently, the imposition of rigorous, consistent traffic study
requirements that rely on end-to-end analysis of calls to jurisdictionalize this
traffic,> and, in recognition of the inherent bias in traffic studies the
Commission found, the imposition of a floor below which a wireless traffic
study will be subject to pre-approval by the Commission or USAC.

Many of the commenting parties focused on the positive interim steps
implemented by the Commission and offered their own suggested refinements,
often generally consistent with those supported by Embarg in its initial
Comments. For example, the Nebraska Rural Independent Companies also
suggests a periodic adjustment to the interim safe harbor percentage to reflect
wireless end-user harbor percentage on a more frequent basis.* However,
others simply repeated calls for comprehensive universal service reform and a
shift from the Commission’s current contribution method without addressing
the immediate need to take steps to insure that the current fund contribution
method is equitable, nondiscriminatory, specific, sufficient and predictable as

other methods are considered. Although Embarq supports efforts for a

3 Or, if originating and terminating NPA-NXX will be used, the recommendation
that the result be increased by a factor to recognize that that NPA alone
understates a significant segment of wireless calling—that being calls placed to
or from a wireless phone when a customer is engaged in interstate traveling.

“ See, e.g. Comments of The Nebraska Rural Independent Companies, at page
4. The comments of many parties generally offered a range of positions
including arguments for higher (or lower) wireless (or VolP) safe harbor
percentages, and for (or against) an NPA-NXX-basis for jurisdictionalizing calls.
Embarg’s initial comments address its position on these issues and will not be
repeated here.
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comprehensive reform of USF, USF reform should not and cannot be considered
in isolation. Instead, it must be considered along with intercarrier
compensation reform and any accompanying affect on retail customers.

These issues of universal service reform and intercarrier compensation
reform are complex, inter-related and of vital importance to carriers and
customers alike. Accordingly, Embarq believes it is premature to consider a
fundamental change in the USF contribution mechanism when so many
questions regarding the impact of that change remain unanswerable. For
example, the end-user impact of a shift to a yet to be defined numbers-based
assessment mechanism will largely depend upon the overall size of the fund
being supported. Yet, it is unclear whether or not supporters are assuming
inclusion of the over $2.2 Billion additional USF dollars needed to implement
the “Missoula Plan” currently before the Commission.” Thus, Embarq agrees
with the Commission that “the discrete interim reforms we make to expand the
contribution base will best promote the statutory requirements set forth in
section 254 of 1996 Act in the near-term, while providing the Commission with
the opportunity to continue to address the challenges of fundamental reform.”®

As the Commission notes, no consensus approach to reform has
developed, including any consensus on the issue of moving from a revenue-
based contribution methodology to a different contribution methodology

whether numbers-based, capacity-based, connection-based or some other

> The estimated $2.225 Billion in new USF funding includes funding related to
the new Restructure Mechanism, Early Adopter Fund, and changes to the High
Cost Loop Fund and support for Lifeline. Missoula Intercarrier Compensation
Reform Plan, CC Docket No. 01-92, Exhibit 1.

® Contribution Methodology NPRM, at para. 21.
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method. In fact, even comments that purport to support one method of
contributing over another method (e.g. a numbers-based assessment) do not
necessarily agree on the intricacies of that method, or, at a minimum, the
details have not been fully developed upon which to comment to know if there
is consensus among supporters. For example, while many parties advocate a
move to a “numbers-based” contribution mechanism, it is not clear whether
such a mechanism will be assessed on all numbers uniformly or whether certain
numbers are discounted for wireless “family plans.”” And, if a numbers-based
mechanism includes a wireless family plan discount, are wireline customers
with a second line also discounted? If discounted, how and how much? With or
without discounts, is such a method compliant with 47 USC §254(d) such that
“le]very telecommunications that provides interstate telecommunications
services shall contribute, on an equitable and nondiscriminatory basis, to the
specific, predictable, and sufficient mechanisms established by the Commission
to preserve and advance universal service.”

The Commission is to be commended for expanding the USF contribution
base to include VolP providers, and for increasing the wireless safe harbor to
better account for the realities of current wireless calling patterns. Embarqg
believes that until there is sufficient certainty and data to accurately evaluate
the end-user impacts of any fundamental change in contribution methods,

retaining the current contribution method and expanding the contribution base

’ Both proposals have been presented to the Commission. See e.g. February 1,
2006, Ex Parte Presentation of CTIA, Federal-State Joint Board on Universal
Service, CC Docket No. 96-45, at pg. 5, wherein CTIA advocates that wireless
“family” plans, month-to-month wireless customers, and prepaid wireless
customer numbers should be discounted by 50%.
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is warranted. Embarq agrees with the Commission’s conclusion that measured
interim steps are preferable to a sudden shift toward radical, undeveloped,
disputed, alternative contribution method(s).

Respectfully submitted,

EMBARQ CORPORATION

e

Linda K. Gardner

5454 W. 110" Street
Overland Park, KS 66211
(913) 345-6193
Linda.Gardner@Embarg.com
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